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Part 1 - Annual Budget 


1.1 Mayor’s Report 

The Mayor will table his report in the meeting of full council scheduled to take place on 30 May 
2012. The mayor's report will address issues raised by the President of South Africa and the 
Premier of Kwa- Zulu Natal in terms of infrastructure development. 

In his previous year's budget speech he reported the following : 

1 . This Municipality has 66 % non revenue water that is lost either through water theft or 
water losses. 

2. The uMgungundlovu District Municipality has recently completed the Water Service 
Development Plan which highlights the water service backlogs and other strategic 
objects one of which is revenue enhancement. 

The findings revealed that the District needs approximately R1 .79 billion to be invested 
to undertake the water infrastructure development plan. 

3. The intention to borrow funding from reputable finance houses is being explored and will 
be in compliance with Section 46 of the MFMA, Act 56 of 2003. 

Mayor's report will be reflecting on all the above items and the extent to which they affect our 
budget. 

1.2 Council Resolutions 


The draft annual budget of the municipality for the financial year 2012/13; and indicative for 
the two projected outer years 2013/14 and 2014/15 be approved as set-out in the 
prescribed schedules. 


1. The Council of uMgungundlovu District Municipality, acting in terms of Section 24 of the 
Municipal Finance Management Act, (Act 56 of 2003) approves and adopts: 

1.1. The annual budget of the municipality for the financial year 2012/13 and the multi-year 
and single-year capital appropriations as set out in the following tables: 

1.1.1. Budgeted Financial Performance (revenue and expenditure by standard 
classification) as contained in Table A2 amounting to R593 732 million and R 482 
572 million respectively . 

1.1.2. Budgeted Financial Performance (revenue and expenditure by municipal vote) as 
contained in Table A3 
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1.1.3. Budgeted Financial Performance (revenue by source and expenditure by type) as 
contained in Table A4 and 

1.1.4. Multi-year and single-year capital appropriations by municipal vote and standard 
classification and associated funding by source as contained in Table A6 

1.2. The financial position, cash flow budget, cash-backed reserve/accumulated surplus, 
asset management and basic service delivery targets are approved as set out in the 
following tables: 

1.2.1. Budgeted Financial Position as contained in Annexure B amounting to R412 000 
million being investment in infrastructure ; 

1.2.2. Budgeted Cash Flows as contained in Table A7 net increase amounting to R40 
624 million ; 

1.2.3. Cash backed reserves and accumulated surplus reconciliation as contained in 
Table A8 ; 

1 .2.4. Asset management as contained in Table A9 

2. The Council of uMgungundlovu District Municipality, acting in terms of section 75A of the 
Local Government: Municipal Systems Act (Act 32 of 2000) approves and adopts with effect 
from 1 July 2012. 

2.1 . the tariffs for the supply of water - as set out in Annexure A 

2.2. the tariffs for sanitation services - as set out in Annexure A 

3. The Council of uMgungundlovu District Municipality, acting in terms of 75A of the Local 
Government: Municipal Systems Act (Act 32 of 2000) approves and adopts with effect from 
1 July 2012 the tariffs for other services, as set out in Annexure A 

4. To give proper effect to the municipality’s annual budget, the Council of uMgungundlovu 
District Municipality approves: 

4.1. That the municipality be permitted to enter into long-term loans for the funding of the 

new capital works programmes in respect of the 2012/13 to 2014/15 MTREF to an 

amount of R225 billion in terms of Section 46 of the Municipal Finance Management 
Act. 

4.2. That the municipality be permitted to enter into long-term loans for the funding of the 
refurbishment capital works programmes in respect of the 2012/13 to 2014/15 MTREF 
to an amount of R1 30 billion in terms of Section 46 of the Municipal Finance 
Management Act. 

4.3. That the Municipal Manager be authorised to sign all necessary agreements and 
documents to give effect to the above lending programme. 

4.4. The public consultation days take place between 2 April and 10 April at four respective 
local municipalities to be decided by council . 
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Table 1 Consolidated Overview of the 2012/13 MTREF 


1.3 Executive Summary 


The Municipal Finance Management Act, 2003, (MFMA) Section 16 (2), requires that the 
Mayor of the municipality table the annual budget at a Council meeting at least 90 days 
before the start of the budget year. 

In addition, in MFMA Circular 28 dated 12 December 2005, National Treasury provides 
general guidance on the content and format for the municipal budget documentation while 
MFMA circular 54 , 55 and 58 provides further guidance to municipalities and municipal entities 
for the preparation of their 2012/13 Budgets and Medium Term Revenue and Expenditure 
Framework (MTREF). 

On the 17 April 2009, the National Treasury gazette the final municipal budget and reporting 
regulations in government gazette 32141. The regulations are applicable to all 
municipalities in the 2010/11 financial year; however, uMgungundlovu District Municipality 
has complied since 2009/10. This is Council’s fourth budget presented in this prescribed 
format. 

The budget for 2012/12 - 2014/15 commenced from November 2011 onwards with 
discussions being held with MANCO members and respective departments at the 
departmental consultation session held in the month of February. 

The detailed grant allocations from National Treasury, per the Division of Revenue Bill, 
2012 was made available from 22 February 2012 on National Treasury’s website. The 
Provincial allocations have also been included since it was published during the budget 
compilation period being the month of February 2012. 

The 2012/13 medium term revenue and expenditure framework (MTREF) budgets has been 
drafted under immense economic pressure. According to Circular 55 of National Treasury 
issued on 14 December 2011, municipalities are reminded of their role in the efficient and 
effective use of public services, it stresses amongst other issues: 

All municipalities are expected to take creating decent jobs opportunities as a priority in 
drafting their 2012/2013 budgets. 

• Preparing and amending budget related policies; according to the Municipal Budget 
and Reporting Regulations a municipality must prepare a range of budget related 
policies, or any necessary amendments to such policies for tabling in the municipal 
council by the applicable deadline specified by the Mayor in terms of section 21(1) 
(b) of the MFMA. 
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• Revising rates, tariffs and other charges; National Treasury continues to encourage 
municipalities to keep increases in rates, tariffs and other charges as low as 
practically possible. For this reason. National Treasury continues to require that 
municipalities must justify in their budget documentation all increases in excess of 
the 5.4 % upper boundary of the South African Reserve Bank’s inflation target. 
However, they go on to say that municipalities must progressively move towards a 
cost reflective tariff by 2014. There continues to be an urgent need to promote the 
careful use of water. Ensuring that water is correctly priced is the most effective 
means getting households and businesses to conserve water. 

• Funding choices and management issues; Given the on-going constraints on the 
revenue side, municipalities will again need to make some very tough decisions on 
the expenditure side this year. 

Priority ought to be given to: 

Ensuring that drinking water meets the required quality standards at all times; 
Protecting the poor from the worst impacts of the slow recovery in the labour 
market; 

Supporting meaningful local economic development (LED) initiatives that 
foster micro and small business opportunities and job creation; 

Securing the health of their asset base (especially the municipality’s revenue 
generating assets) by increasing spending on repairs and maintenance; and 
Expediting spending on capital projects that are funded by conditional grants. 

Municipalities must pay special attention to controlling unnecessary Nice-to-have 
items and non-essential activities, such as foreign travel, councillor and staff perks, 
advertising and public relations activities. 

Circular 58 requires municipalities to focus on the following as well:- 

Collecting outstanding debts 
Spending on non priorities 

Under spending on repairs and maintenance - if this is not addressed it 
reduces the life of the asset and puts more strain on municipal cash 
resources. 

The allocations in terms of the DoRA have been increased to soften the effect of the 
economy on the municipality. 

Procurement reforms and fighting corruption 
SCM processes at municipalities must be transparent. 

• Headline inflation forecasts 

Revising rates, tariffs and other charges 
Eskom bulk tariff increases 
Water tariffs must be cost-reflective 
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• Funding choices and management issues. Consequently, municipal revenues and 
cash flows are expected to remain under pressure in 2012/13 and so municipalities 
should adopt a conservative approach when projecting their expected revenues and 
cash receipts. 

Municipalities should also pay particular attention to managing all revenue and cash 
streams effectively, by paying particular attention to their revenue management 
processes and procedures. 

Renewal and repairs and maintenance of existing assets. All municipalities 
should provide narrative information in their budget documents on how they 
are planning, managing and financing repairs and maintenance and asset 
renewal. 

Budgeting for an operating deficit Section 18 of the MFMA requires that an 
annual budget must be ‘funded’, and identifies three possible funding 
sources: 

(a) realistically anticipated revenues to be collected, 

(b) cash backed accumulated funds from previous years’ surpluses not 
committed for other purposes, and 

(c) borrowed funds, but only for the capital budget. 

Budget management issues dealt with in previous MFMA circulars. 


The above guidelines have been taken into account as much as possible by management in 
the compilation of the 2012/13 medium term budget. 



Adjustments 

Budget 

Budget Year 

Budget Year 

Budget Year 


2011/ 2012 

2012 / 2013 

2013 /2014 

2014/2015 


R million 

R million 

R million 

R million 

Total Operating Revenue 

478 467 

593 732 

655 438 

678 857 

Total Operating Expenditure 

404 718 

482 572 

519 984 

537 493 

(SiaplusyDeficit for the year 

73 749 

111 160 

135 454 

141 364 

Total Capital Expenditure 

101 772 

412 000 

341 000 

341 000 

Long Term Loan Acquired 

- 

355 000 

341 000 

341 000 


In view of the aforementioned, the following table is a consolidated overview of the proposed 
2012/13 Medium-term Revenue and Expenditure Framework: 
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Total operating revenue has grown by 24 per cent for the 2012/13 financial year when 
compared to the 2011/12 Adjustments Budget. The increase is due to the fact that some 
customers will be transferred from uMgeni Water Board in the new financial year. The 
municipality intends to discontinue free basic water to all and only provide it to registered 
indigent. 

Total operating expenditure for the 2012/13 financial year has been appropriated at R483 million 
and translates into a budgeted surplus of R1 1 1 million. 

The capital budget of R412 million for 2012/13 is 300 per cent more when compared to the 
2010/11 Adjustment Budget. The municipality exercised the option issued by National Treasury 
to front load 3 years MTEF MIG allocations in order to fast track it millennium development goal. 

1.4 Operating Revenue Framework 

For uMgungundlovu District Municipality to continue improving the quality of services provided 
to its citizens it needs to generate the required revenue. In these tough economic times strong 
revenue management is fundamental to the financial sustainability of the municipality. The 
reality is that we are faced with development backlogs and poverty. The expenditure required to 
address these challenges will inevitably always exceed available funding: hence difficult choices 
have to be made in relation to tariff increases and balancing expenditures against realistically 
anticipated revenues. 

The municipality’s revenue strategy is built around the following key components: 

• National Treasury’s guidelines and macroeconomic policy; 

• Efficient revenue management: 

• Achievement of full cost recovery of specific user charges especially in relation to trading 
services: 

• Determining the tariff escalation rate by establishing/calculating the revenue requirement 
of each service; 

• Increase ability to extend new services and recover costs; and 

• Tariff policies. 
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Table 2 Percentage growth in revenue by main revenue source 


The following table is a summary of the 2011/12 MTREF (classified by main revenue source): 


Description 

Current Year 


R thousands 

Original Budget 

Adjusted Budget 

Budget Year 
2012/13 

Budget Year +1 
2013/14 

Budget Year +2 
2014/15 

Financial Performance 

R Million 

R Million 

R Million 

R Million 

R Million 

Property rates 

- 

- 

- 

- 

- 

Service charges 

79 287 

59 287 

93 354 

98 582 

103 905 

Investment revenue 

5 000 

5 000 

5 000 

5 280 

5 565 

Transfers recognised - operational 

314 747 

315 656 

347 483 

403 718 

431 682 

Other own revenue 

429 

429 

- 

- 

- 

Total Revenue (excluding capital transfers and 
contributions) 

399 463 

380 372 

445 837 

507 580 

541 152 



89 968 

98 065 

147 895 

147 858 

137 705 

Transfers Recognised - Capital 








489 431 

478 437 

593 732 

655 438 

678 857 

Total 







Revenue generated from services charges forms a smaller percentage of the revenue basket 
for the District. Service charge revenues comprise more than 21% of the total revenue mix. 

In the 2011/12 adjusted budget, revenue from services charges totalled R59 million or 15.5 per 
cent. This increases to R93 million, R98 million and R104 million in the respective financial 
years of the MTREF. Details in this regard are contained in Table SA1. 

Operating grants and transfers totals R315 656 million in the 201 1/12 financial year and steadily 
increases to R431 682 by 2014/15. 
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Table 2 Operating Transfers and Grant Receipts 


Description 

Ref 

Current Year 2011/12 

2012/13 Medium Term Revenue & Expenditure 
Framework 

R thousand 


Original Budget 

Adjusted 

Budget 

Full 

Year 

Forecast 

Budget Year 
2012/13 

Budget Year 
+1 2013/14 

Budget 
Year +2 
2014/15 

RECEIPTS: 

Ooeratinq Transfers and Grants 

National Government: 

Local Government Equitable Share 

Finance Management 

Municipal Systems Improvement 

Local Government Equitable Share 

RSC Levy Replacement 

Other Grants 

1, 

2 

314 747 

315 656 

330 691 

316 561 

403 518 

431 472 

314 747 

315 656 

330 691 

1250 

1000 

150 869 

163 442 

1250 

900 

162 961 

176 542 

61865 

1250 

950 

176 304 

190 996 

61972 

Provincial Government: 

. 

. 

. 

400 

200 

210 

Growth Development Summit & DPSS 

- 

- 

- 

400 

200 

210 

District Municipality: 







[insert description] 

- 

- 

- 

- 

- 

- 

Other grant providers: 







[insert description] 

- 

- 

- 

- 

- 

- 

Total Operating Transfers and Grants 

5 

314 747 

315 656 

330 691 

316 961 

403 718 

431 682 

Capital Transfers and Grants 








National Government: 


89 968 

98 095 

98 095 

146 918 

147 858 

137 705 

Public Transport and Systems 


- 

- 

- 

1776 

- 

- 

Municipal Infrastructure Grant (MIG) 


- 

- 

- 

104 142 

109 858 

120 705 

Regional Bulk Infrastructure 


- 

- 

- 

41 000 

38 000 

17 000 



- 

- 

- 

- 

- 

- 
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Other capital transfers/grants [insert desc] 

Provincial Government: 


89 968 

98 095 

98 095 

- 

- 

- 

. 

. 

. 

16 000 

. 

. 

Camperdown Waste Water Works 




16 000 



District Municipality: 

. 

. 

. 

. 

. 

. 

[insert description] 

- 

- 

- 

- 

- 

- 

Other grant providers: 

. 

. 

. 

15 499 

. 

. 

International Grant 

- 

- 

- 

15 499 

- 

- 

Total Capital Transfers and Grants 

5 

89 968 

98 095 

98 095 

178 417 

147 858 

137 705 

TOTAL RECEIPTS OF TRANSFERS & GRANTS 


404 715 

413 751 

428 786 

495 378 

551 576 

569 387 


Tariff-setting is a pivotal and strategic part of the compilation of any budget. When tariffs and 
other charges were revised, local economic conditions, input costs and the affordability of 
services were taken into account to ensure the financial sustainability of the District. 

National Treasury continues to encourage municipalities to keep increases in tariffs and other 
charges as low as possible. Municipalities must justify in their budget documentation all 
increases in excess of the 6 per cent upper boundary of the South African Reserve Bank’s 
inflation target. Excessive increases are likely to be counterproductive, resulting in higher levels 
of non-payment. 


1 .4.1 Sale of Water and Impact of Tariff Increases 

South Africa faces similar challenges with regard to water supply as it did with electricity, since 
demand growth outstrips supply. Consequently, National Treasury is encouraging all 
municipalities to carefully review the level and structure of their water tariffs to ensure: 

• Water tariffs are fully cost-reflective - including the cost of maintenance and renewal of 
purification plants, water networks and the cost associated with reticulation expansion; 

• Water tariffs are structured to protect basic levels of service and ensure the provision of 
free water to the poorest of the poor (indigent): and 

• Water tariffs are designed to encourage efficient and sustainable consumption. 

In addition National Treasury has urged all municipalities to ensure that water tariff structures 
are cost reflective by 2014. 

Better maintenance of infrastructure, new dam construction and cost-reflective tariffs will ensure 
that the supply challenges are managed in future to ensure sustainability. uMgeni Water has 
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increased its bulk tariffs with 6.1 per cent from 1 July 2012, which increase has been passed on 
to our tariff. 

The District has undertaken a critical assessment of its capital infrastructure requirements. The 
assessment indicates that current infrastructure is unlikely to sustain its long-term ability to 
supply water and the process of sourcing capital funding has begun. The District need to raise 
R1.179 billion for infrastructure upgrades for new works and full refurbishment over the next 
three years. R355 million of loan funding to be used in 2012/2013 budget year and has been 
approved by the funder. 

A tariff increase of 6.1 per cent from 1 July 2012 for water is proposed. This is based on input 
cost of the cost of bulk water . In addition the council is considering phasing out free basic water 
to all households and only give it to indigent customers . 

A summary of the proposed tariffs for households (residential) and non-residential are as 
follows: 


Table 3 Proposed Water Tariffs 


CATEGORY 

PROPOSED TARIFFS 
2011/12 

PROPOSED TARIFFS 
2011/12 

Rand per k€ 

Rand per k€ 

RESIDENTIAL 



(i) 0 to 6 kl per month 

Free 

5.73 

(ii) 7 to 15 per month 

7.9 

8.38 

(iii) 1 6 to 25 kf per month 

8.6 

9.12 

(iv) More than 26 per month 

9.2 

9.76 




NON-RESIDENTIAL 

9.2 

9.76 


The tariff structure of the 2011/12 financial year has been changed by phasing out free basic 
water. The tariff structure is designed to charge higher levels of consumption a higher rate, 
steadily increasing to a rate of R9.76 per kilolitre for consumption in excess of 26kf per 30 day 
month. 


1 .4.2 Sanitation and Impact of Tariff Increases 

A tariff increase of 6.1 per cent for sanitation from 1 July 2012 is proposed. This is based on the 
input cost assumptions related to water. The following factors also contribute to the proposed 
tariff increase: 

• Sanitation charges are calculated according to the percentage water discharged as 
indicated in the table below; 

• Free sanitation ( 6 Vi water) will be applicable to registered indigents; and 
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The following table compares the current and proposed tariffs: 

Table 4 Comparison between current sanitation charges and increases 


CATEGORY 

PROPOSED TARIFF 

2011/12 

percentage 

discharged 

TARIFF PER 
ke 

percent 

DISCHARGED 

TARIFF PER 
ke 


R 


R 

0 - 6 per month 

100 

Free 

100 

3.20 

7 - 1 5 kt per month 

100 

4,45 

100 

4.72 

16 - 25kf per month 

100 

4.92 

100 

5.22 

More than 42 k^ per month 

100 

5.69 

100 

6.04 

NON-RESIDENTIAL 


5.69 


6.04 


1.5 Operating Expenditure Framework 

The District expenditure framework for the 2012/13 budget and MTREF is informed by the 

following: 

• The asset renewal strategy and the repairs and maintenance plan; 

• The provision of water through mobile tankers in areas where there is no reliable 
supply 

• Funding of the budget over the medium-term as informed by Section 18 and 19 of the 
MFMA; 

• The capital programme is aligned to the asset renewal strategy and backlog eradication 
plan; 

• Operational gains and efficiencies will be directed to funding the capital budget and other 
core services: and 

• Strict adherence to the principle of no project plan no budget. If there is no business 
plan no funding allocation can be made. 
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The following table is a high level summary of the 2012/13 budget and MTREF (classified per 
main type of operating expenditure): 


DC22 uMgungundlovu - Table A1 Budget Summary 


Description 

Current Year 2011/12 

2012/13 Medium Term Revenue & 
Expenditure Framework 

% 


Original Budget 

Adjusted 

Budget 

Full Year 
Forecast 

Pre-audit 

outcome 

Budget 

Year 

2012/13 

Budget Year 
+1 2013/14 

Budget 
Year +2 
2014/15 

2012/2013 










Employee costs 

122 570 

122 570 

146 168 

65 492 

146 168 

154 349 

162 682 

30 

Remuneration of councillors 

10 000 

10 000 

7 473 

4128 

7 473 

10 243 

10 855 

2 

Depreciation & asset 
impairment 

48 175 

50 175 

50 410 

33 206 

50 410 

53 435 

58 778 

10 

Finance charges 

5165 

5165 

20 393 

1068 

20 393 

31496 

37 038 

4 

Materials and bulk purchases 

42 162 

43 562 

52 800 

25 183 

52 800 

55 757 

58 768 

11 

Transfers and grants 









Other expenditure 

190 337 

173 246 

149 404 

69 302 

205 328 

214 704 

209 372 

43 

Total Expenditure 

418 409 

404 718 

426 648 

198 379 

482 572 

519 984 

537 493 

100 


The budgeted allocation for employee related costs for the 2012/12 financial year totals R146 
million, which equals 30 per cent of the total operating expenditure. Based on the expiry of 
three year collective SALGBC agreement, salary increases have been factored into this budget 
at a percentage increase of 10 per cent for the 2012/13 financial year. An annual increase of 
5,4 and 5,6 per cent has been included in the two outer years of the MTREF 

The cost associated with the remuneration of councillors is determined by the Minister of Co- 
operative Governance and Traditional Affairs in accordance with the Remuneration of Public 
Office Bearers Act, 1998 (Act 20 of 1998). The most recent proclamation in this regard has 
been taken into account in compiling the District budget. 

The provision of debt impairment was determined based on an annual collection rate of 60 per 
cent . For the 2012/13 financial year this amount equates to 37million and escalates to R41 
million by 2014/15. While this expenditure is considered to be a non-cash flow item, it informed 
the total cost associated with rendering the services of the municipality, as well as the 
municipality’s realistically anticipated revenues. 

Provision for depreciation and asset impairment has been informed by the Municipality’s Asset 
Management Policy. Depreciation is widely considered a proxy for the measurement of the rate 
asset consumption. Budget appropriations in this regard total R50 million for the 2012/13 
financial and equates to 10 per cent of the total operating expenditure. Note that the 
implementation of GRAP 17 accounting standard has meant bringing a range of assets 
previously not included in the assets register onto the register as well breaking each assets into 
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component , determining its value and its useful life . This has resulted in a significant increase 
in depreciation relative to previous years. 

Finance charges consist primarily of the repayment of interest on long-term borrowing (cost of 
capital). Finance charges make up 4 per cent of operating expenditure excluding annual 
redemption for 201 2/1 3. 

Bulk purchases are directly informed by the purchase of water from Umgeni Water. The annual 
price increases have been factored into the budget appropriations and directly inform the 
revenue provisions. The expenditures include distribution losses. 


Contracted services mainly comprise of provision of water by tankers as well construction of non 
capitaliseable project constructed by section 21 state entities. 

Other expenditure comprises of various line items relating to the daily operations of the 
municipality. 


Figure 1 Main operational expenditure categories for the 2012/13 financial year 

The following pie chart gives a breakdown of the main expenditure categories for the 2012/13 
financial year. 


Current Year 2011/12 Original Budget 



5 165 


10 000 


■ Other expenditure 


■ Transfers and grants 


■ Materials and bulk purchases 


impairment 
■ Finance charges 


■ Depreciation & asset 


■ Remuneration of councillors 


■ Employee costs 
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2012/13 Medium Term Revenue & 
Expenditure Framework Budget Year 
2012/13 



I Employee costs 

I Remuneration of councillors 

I Depreciation & asset 
impairment 

I Finance charges 
I Materials and bulk purchases 
I Transfers and grants 
I Other expenditure 


1.5.1 Free Basic Services: Basic Social Services Package 

The social package assists households that are poor or face other circumstances that limit their 
ability to pay for services. To receive these free services the households are encouraged to 
limit their water usage to 6kl failing to do so they are expected to pay for any additional usage. 

Table 5 2011/12 Medium-term capital budget per vote 

For 2012/13 an amount of 412 million has been appropriated for the development of 
infrastructure which represents 97 per cent of the total capital budget. 

Details relating to asset classes and proposed capital expenditure is contained in Table A9 
(Asset Management) . In addition to the Table A9, Tables SA34a, b, c provides a detailed 
breakdown of the capital programme relating to new asset construction, capital asset renewal 
as well as operational repairs and maintenance by asset class .Some of the salient projects to 
be undertaken over the medium-term includes, amongst others: 

• Upgrading and renewal of sewers 

• Bulk supply and backlog eradication of water 

• Refurbishment and renewal of water network 


Furthermore annexure B contain a detail breakdown of the capital budget per project over the 
medium-term. 
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1.6 Annual Budget Tables 

The following pages present explanatory notes of the ten main budget tables as required in 
terms of section 8 of the Municipal Budget and Reporting Regulations. These tables set out the 
municipality’s 2012/13 budget and MTREF as approved by the Council. Each table is 
accompanied by explanatory notes on the facing page. 

Explanatory notes Table A1 - Budget Summary 


1. Table A1 is a budget summary and provides a concise overview of the District budget from 
all of the major financial perspectives (operating, capital expenditure, financial position, cash 
flow, and MFMA funding compliance). 

2. The table provides an overview of the amounts approved by Council for operating 
performance, resources deployed to capital expenditure, financial position, cash and funding 
compliance, as well as the municipality’s commitment to eliminating basic service delivery 
backlogs. 

3. Financial management reforms emphasises the importance of the municipal budget being 
funded. This requires the simultaneous assessment of the Financial Performance, Financial 
Position and Cash Flow Budgets, along with the Capital Budget. The Budget Summary 
provides the key information in this regard: 

a. The operating surplus/deficit (after Total Expenditure) is positive over the MTREF 

b. Capital expenditure is balanced by capital funding sources, of which 

i. Transfers recognised is reflected on the Financial Performance Budget; 

ii. Borrowing is incorporated in the net cash from financing on the Cash Flow 
Budget 

iii. Internally generated funds are financed from a combination of the current 
operating surplus and accumulated cash-backed surpluses from previous 
years. The amount is incorporated in the Net cash from investing on the 
Cash Flow Budget. The fact that the municipality’s cash flow remains 
positive, and is improving indicates that the necessary cash resources are 
available to fund the Capital Budget. 

4. The Cash backing/surplus reconciliation shows that in previous financial years the 
municipality was not paying much attention to managing this aspect of its finances, and 
consequently many of its obligations are not cash-backed. This places the municipality in a 
very vulnerable financial position, as the recent slow-down in revenue collections 
highlighted. Consequently Council has taken a deliberate decision to ensure adequate 
cash-backing for all material obligations . This cannot be achieved in one financial year. 
But over the MTREF there is progressive improvement in the level of cash-backing of 
obligations. It is anticipated that the goal of having all obligations cash-back will be 
achieved by 2014/15, when a small surplus is reflected. 

5. Even though the Council is placing great emphasis on securing the financial sustainability of 
the municipality, this is not being done at the expense of services to the poor. The section 
of Free Services shows that the amount spent on Free Basic Services and the revenue cost 
of free services provided by the municipality continues to increase. In addition, the 
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municipality continues to make progress in addressing service delivery backlogs. It is 
anticipated that by 2014/15 the water backlog will have been very nearly eliminated. 


Table A2 - Budgeted Financial Performance (revenue and expenditure by standard 
classification) 

Explanatory notes to Table A2 - Budgeted Financial Performance (revenue and 
expenditure by standard classification) 

1. Table A2 is a view of the budgeted financial performance in relation to revenue and 
expenditure per standard classification. The modified GFS standard classification divides 
the municipal services into 15 functional areas. Municipal revenue, operating expenditure 
and capital expenditure are then classified in terms if each of these functional areas which 
enables the National Treasury to compile ‘whole of government’ reports. 


Explanatory notes to Table A3 - Budgeted Financial Performance (revenue and 
expenditure by municipal vote) 

1. Table A3 is a view of the budgeted financial performance in relation to the revenue and 
expenditure per municipal vote. This table facilitates the view of the budgeted operating 
performance in relation to the organisational structure of the District. This means it is 
possible to present the operating surplus or deficit of a vote. 

1. Table A5 - Budgeted Capital Expenditure by vote, standard classification 
and funding source 

Explanatory notes to Table A5 - Budgeted Capital Expenditure by vote, standard 
classification and funding source 

1. Table A5 is a breakdown of the capital programme in relation to capital expenditure by 
municipal vote (multi-year and single-year appropriations); capital expenditure by standard 
classification: and the funding sources necessary to fund the capital budget, including 
information on capital transfers from national and provincial departments. 

2. The capital programme is funded from national and provincial grants and transfers, public 
contributions and donations and internally generated funds from current year surpluses. 
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Explanatory notes to Table A6 - Budgeted Financial Position 


1. Table A6 is consistent with international standards of good financial management practice, 
and improves understandability for councilors and management of the impact of the budget 
on the statement of financial position (balance sheet). 

2. This format of presenting the statement of financial position is aligned to GRAP1 , which is 
generally aligned to the international version which presents Assets less Liabilities as 
“accounting” Community Wealth. The order of items within each group illustrates items in 
order of liquidity: i-©- assets readily converted to cash, or liabilities immediately required to 
be met from cash, appear first. 

3. Table 66 is supported by an extensive table of notes (SA3 which can be found on page 102) 
providing a detailed analysis of the major components of a number of items, including: 

• Call investments deposits; 

• Consumer debtors; 

• Property, plant and equipment; 

• Trade and other payables; 

• Provisions non current; 

• Changes in net assets; and 

• Reserves 

4. The municipal equivalent of equity is Community Wealth/Equity. The justification is that 
ownership and the net assets of the municipality belong to the community. 

5. Any movement on the Budgeted Financial Performance or the Capital Budget will inevitably 
impact on the Budgeted Financial Position. As an example, the collection rate assumption 
will impact on the cash position of the municipality and subsequently inform the level of cash 
and cash equivalents at year end. Similarly, the collection rate assumption should inform 
the budget appropriation for debt impairment which in turn would impact on the provision for 
bad debt. These budget and planning assumptions form a critical link in determining the 
applicability and relevance of the budget as well as the determination of ratios and financial 
indicators. In addition the funding compliance assessment is informed directly by 
forecasting the statement of financial position. 


Explanatory notes to Table A7 - Budgeted Cash Flow Statement 

1 . The budgeted cash flow statement is the first measurement in determining if the budget is 
funded. 

2. It shows the expected level of cash in-flow versus cash out-flow that is likely to result from 
the implementation of the budget. 

3. It can be seen that the cash levels of the District improved significantly over the 2007/08 to 
2009/10 period owing directly to strict expenditure control with a intention of formulating a 
cash backed reserve. 

4. The 2011/12 MTREF has been informed by the planning principle of ensuring adequate 
cash reserves over the medium-term. 

5. Cash and cash equivalents totals R40 624 million for the year ending 2012/13. 
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Explanatory notes to Table A8 - Cash Backed Reserves/Accumulated Surplus 

Reconciliation 

1 . The cash backed reserves/accumulated surplus reconciliation is aligned to the requirements 
of MFMA Circular 42 - Funding a Municipal Budget. 

2. In essence the table evaluates the funding levels of the budget by firstly forecasting the cash 
and investments at year end and secondly reconciling the available funding to the 
liabilities/commitments that exist. 

3. The outcome of this exercise would either be a surplus or deficit. A deficit would indicate 
that the applications exceed the cash and investments available and would be indicative of 
non-compliance with the MFMA requirements that the municipality’s budget must be 
“funded”. 


Table A9 - Asset Management 
Explanatory notes to Table A9 - Asset Management 

1. Table A9 provides an overview of municipal capital allocations to building new assets and 
the renewal of existing assets, as well as spending on repairs and maintenance by asset 
class. 

2. National Treasury has recommended that municipalities should allocate at least 40 per cent 
of their capital budget to the renewal of existing assets, and allocations to repairs and 
maintenance should be 8 per cent of PPE. The District could not meet both these 
recommendations because of lack of sufficient internal funding hence capital raising 
initiatives has begun. 

Table A10 - Basic Service Deiivery Measurement 

1 . The District continues to make good progress with the eradication of backlogs: 

a. Water and Sanitation services - backlog will be reduced substantially this year with the 
view that by 2014/15 all backlog would be completely eradicated. 

Part 2 - Supporting Documentation 

2.1 Overview of the annual budget process 

Section 53 of the MFMA requires the Mayor of the municipality to provide general political 
guidance in the budget process and the setting of priorities that must guide the preparation of 
the budget. In addition Chapter 2 of the Municipal Budget and Reporting Regulations states 
that the Mayor of the municipality must establish a Budget Steering Committee to provide 
technical assistance to the Mayor in discharging the responsibilities set out in Section 53 of the 
Act. 

The Budget Steering Committee consists of the Municipal Manager and senior officials of the 
municipality meeting under the chairpersonship of the Finance portfolio committee chair . 

The primary aims of the Budget Steering Committee is to ensure: 

• that the process followed to compile the budget complies with legislation and good 
budget practices; 
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• that there is proper alignment between the policy and service delivery priorities set out 
in the District IDP and the budget, taking into account the need to protect the financial 
sustainability of municipality; 

• that the municipality’s revenue and tariff setting strategies ensure that the cash 
resources needed to deliver services are available; and 

• that the various spending priorities of the different municipal departments are properly 
evaluated and prioritised in the allocation of resources. 

2.1.1 Budget Process Overview 

In terms of section 21 of the MFMA the Mayor is required to table in Council ten months before 
the start of the new financial year (i.e. in August 2010) a time schedule that sets out the process 
to revise the IDP and prepare the budget. 


The Mayor tabled in Council the required the IDP and budget time schedule on 02 September 
2011 

. Key dates applicable to the process were: 


TASK 

TARGET 

DATES 

RESPONSIBILITIES 

Phase 1: Submission of 2012/2013 iDP 
Framework and Process Pians to 

DCOGTA 

29 Juiy 2011 

Aii Municipaiities 

DCOGTA 

Prepare 2012/2013 IDP / Budget Framework 

Plan for uMgungundlovu Family of Municipalities 

1-10 July 

2011 

District Municipality 

Meeting with Local Municipalities 

06 July 2011 

All municipality 

Provincial Planners Forum 

1 July 2011 

All municipalities 

Workshop Council on IDP/ Framework/ Process 
Plan 

14- 15 July 
2011 

District municipality 

Prepare 2012/201 3 IDP / Budget Process 

Plans 

5-22 July 

2011 

All municipalities 

Submit Draft Framework/Process Plans to 
DCOGTA 

31 July 2011 

All municipalities 

Prepare 2 Status Quo Reports 

30 

September 

2011 

All municipalities 

> MEC Panel assesses Reviewed 201 1/ 2012 
IDPs 

31 August 

2011 

- MEC Panel 

> Planning Indaba/MEC Panel feedback 

22 September 
2011 

- COGTA, Sector Departments, 

Municipal representatives 
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Meeting with Local Municipalities 

25 September 
2011 

All municipalities 

Collect data to review Status Quo of the 
Municipality 

30 September 
2011 

All municipalities 

Adoption of Process Plans 

30 September 
2011 

District municipality 

201 1 /2012 First Quarter Budget Review 

12 October 

2011 

Finance 

Advertise Process Plans 

02 - 23 Oct 
2011 

District munic/pality 

Consult Private Sector, Sector Departments, 
Parastatals,NGOs etc. on status quo of the 
district 

September - 
October 201 1 

District municipality 

Meeting with Local Municipalities to discuss 
status quo and strategic framework 

7 October 
2011 

All municipalities 

Status Quo Report to District Coordinating 
Committee 

DTC 

District Municipality 

Status Quo Report to District Mayors Forum 

DTC 

District Municipality 

Status Quo Report to Exco 

DTC 

District Municipality 

> Municipalities submit draft Reviewed IDPs to 
DCGTA 

24 March 

2012 

- COGTA: Planners 

- Municipal Planners 

Phase 3: Review Strategies 

15 December 
2011 

All municipalities 

Review municipal strategies 

10-31 

October 2011 

All municipalities 

Review sector plans 

1 -4 

November 

2011 

All municipalities 

Review policies 

1 -4 

November 

2011 

All municipalities 

Meeting with local municipalities to discuss 
strategies reports 

11 November 
2011 

All municipalities 

Strategies Report to District Coordinating 
Committee 

DTC 

District Municipality 

Strategies Report to District Mayors Forum 

DTC 

District Municipality 

Strategies Report to Exco 

DTC 

District Municipality 
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IDP Best Practice Conference 

1 December 
2011 

All municipalities 

DCOGTA 

Sector Depts 

Compile project lists 

5-9 

December 

2011 

All municipalities 

201 1/2012 Budget Mid Term Review 

10 January 
2012 

Finance 

2012/2013 Interdepartmental Budget Inputs 

1-17 February 
2012 

Departments 

Phase 4: Adoption and submission of Draft 
2012/2013 IDPs to DCOGTA 

25 March 
2012 

AM municipaMties 

DCOGTA 

Alignment of IDP and Budget 

27 February 
2012 

All Municipalities 

2012/2013 Budget First Draft 

27 February 
2012 

District Municipality 

> Meeting DCGTA and Municipalities on IDP 
submission and assessment process 

9 February 
2012 

COGTA, Municipal representatives. 
Sector Departments 

> Municipalities submit draft Reviewed IDPs to 
DCGTA 

24 March 2012 

- Municipal Planners 

Service Providers Forum 

15, 16, 17 
March 2012 

All municipalities, sector departments, 
NGOs, FBOs, CBOs, etc. 

Draft IDP Report to District Coordinating 
Committee 

March 2012 

District Municipality 

Draft IDP Report to District Mayors Forum 

March 2012 

District Municipality 

Draft IDP Report to Exco 

2012/2013 First Draft Budget to EXCO 

March 2012 

District Municipality 

Grants Notification to Local Municipalities 

March 2012 

District Municipality 

Adoption of Draft IDPs by Councils 

March 2012 

All Municipalities 

Submission of Draft IDPs to DCOGTA 

26 March 2012 

All Municipalities 

DCOGTA 

Advertise Draft IDPs for Public Comments 

26 March - 16 

All Municipalities 
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April 2012 


Phase 5: Assessment of Draft 2012/11 IDPs 

26 March -22 
April 

All Municipalities 

DCOGTA 

Sector Depts 

Analysis of draft IDPs based on IDP 

Assessment Framework 

26 - 29 March 

2012 

National and Provincial Sector 
Representatives and Municipal 
Officials 




> IDP Assessment Feedback Session based 
on IDP Assessment Frameworks 

20 April 2012 

- COGTA: Manager: Municipal 

Strategic Planning 

- Sector Departments 

- Municipal representatives 

Present Draft IDP/Budget to the community 
(IZIMBIZO) 

April 2012 

All Municipalities 

Meeting with local municipalities 

30 April 2012 

All Municipalities 

Phase 6: Adoption and Submission of 

2012/11 IDPs to DCOGTA 

9 July 2012 

AM Municipalities 

DCOGTA 

Incorporate public comments on Draft IDP 

April 2012 

All Municipalities 

Incorporate comments from the Assessment 
panel from DCOGTA 

26 April -07 
May 2012 

All Municipalities 

Address comments from the Auditor General on 
the Annual Report of the previous Financial Year 

31 May 2012 

All Municipalities 

Present Final Draft Report to District 

Coordinating Committee 

DTC 

District Municipality 

Present Final Draft Report to District Mayors 
Forum 

DTC 

District Municipality 

Present Final Draft Report to Exco 

DTC 

District Municipality 

Adoption of 2012/2013 IDP/Budget/ SDBIP by 
Council 

31 May 2012 

District Municipality 

Submission of adopted IDP/Budget to DCOGTA 

10 June 2012 

All Municipalities 
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DCOGTA 

Prepare Service Delivery and Budget 
Implementation Plans (SDBIPs) 

July 2012 

All municipalities 

> MEC Panel assesses Reviewed IDPs 

31 August 
2012 

- Service Providers 


2.1.2 Financial Modelling and Key Planning Drivers 

As part of the compilation of the 2012/13 MTREF, extensive financial modelling was undertaken 
to ensure affordability and long-term financial sustainability. The following key factors and 
planning strategies have informed the compilation of the 201 1/12 MTREF: 

• District growth 

• Policy priorities and strategic objectives 

• Asset maintenance 

• Economic climate and trends (i.e. inflation, Eskom increases, household debt, 

• migration patterns) 

• Performance trends 

• The approved 2010/1 1 adjustments budget and performance against the SDBIP 

• Cash Flow Management Strategy 

• Debtor payment levels 

• Loan and investment possibilities 

• The need for tariff increases versus the ability of the community to pay for 

services; 

• Improved and sustainable service delivery 

In addition to the above, the strategic guidance given in National Treasury’s MFMA Circular 58 
has been taken into consideration in the planning and prioritisation process. 

2.1.3 Community Consultation 


Ward Committees will utilised to facilitate the community consultation process from 02 to 10 
April 2012, and will include four 

public briefing sessions. The dates and venues will be published in all the local newspapers . 

2.2 Overview of alignment of annual budget with IDP 

The Constitution mandates local government with the responsibility to exercise local 
developmental and cooperative governance. The eradication of imbalances in South African 
society can only be realized through a credible integrated developmental planning process. 
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Municipalities in South Africa need to utilise integrated development planning as a method to 
plan future development in their areas and so find the best solutions to achieve sound long-term 
development goals. A municipal IDP provides a five year strategic programme of action aimed 
at setting short, medium and long term strategic and budget priorities to create a development 
platform, which correlates with the term of office of the political incumbents. The plan aligns the 
resources and the capacity of a municipality to its overall development aims and guides the 
municipal budget. An IDP is therefore a key instrument which municipalities use to provide 
vision, leadership and direction to all those that have a role to play in the development of a 
municipal area. The IDP enables municipalities to make the best use of scarce resources and 
speed up service delivery. 

Integrated developmental planning in the South African context is amongst others, an approach 
to planning aimed at involving the municipality and the community to jointly find the best 
solutions towards sustainable development. Furthermore, integrated development planning 
provides a strategic environment for managing and guiding all planning, development and 
decision making in the municipality. 

It is important that the IDP developed by municipalities correlate with National and Provincial 
intent. It must aim to co-ordinate the work of local and other spheres of government in a 
coherent plan to improve the quality of life for all the people living in that area. Applied to the 
District, issues of national and provincial importance should be reflected in the IDP of the 
municipality. A clear understanding of such intent is therefore imperative to ensure that the 
District strategically complies with the key national and provincial priorities. 

The aim of this revision cycle was to develop and coordinate a coherent plan to improve the 
quality of life for all the people living in the area, also reflecting issues of national and provincial 
importance. One of the key objectives is therefore to ensure that there exists alignment 
between national and provincial priorities, policies and strategies and the District response to 
these requirements. 


2.3 Measurable performance objectives and indicators 

Performance Management is a system intended to manage and monitor service delivery 
progress against the identified strategic objectives and priorities. In accordance with legislative 
requirements and good business practices as informed by the National Framework for 
Managing Programme Performance Information, the District has developed and implemented a 
performance management system of which system is constantly refined as the integrated 
planning process unfolds. The Municipality targets, monitors, assesses and reviews 
organisational performance which in turn is directly linked to individual employee’s performance. 

At any given time within government, information from multiple years is being considered; plans 
and budgets for next year; implementation for the current year; and reporting on last year's 
performance. Although performance information is reported publicly during the last stage, the 
performance information process begins when policies are being developed, and continues 
through each of the planning, budgeting, implementation and reporting stages. The planning, 
budgeting and reporting cycle can be graphically illustrated as follows: 
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Figure 2 Planning, budgeting and reporting cycle 

The performance of the District relates directly to the extent to which it has achieved success in 
realising its goals and objectives, complied with legislative requirements and meeting 
stakeholder expectations. The District therefore has adopted one integrated performance 
management system which encompasses: 

• Planning (setting goals, objectives, targets and benchmarks): 

• Monitoring (regular monitoring and checking on the progress against plan); 

• Measurement (indicators of success): 

• Review (identifying areas requiring change and improvement): 

• Reporting (what information, to whom, from whom, how often and for what 

• purpose): and 

• Improvement (making changes where necessary). 

The performance information concepts used by the District in its integrated performance 
management system are aligned to the Framework of Managing Programme Performance 
Information issued by the National Treasury: 
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The developmental results of achieving 
specific outcomes 


What we aim to change? 

The medium-term results for specific 
beneficiaries that are the consequence of 
achieving specific outputs 

What we wish to achieve? 


Manage towards 
achieving these 
results 


The final products, or goods and 
services produced for deiivery 


What we produce or deliver? 

The processes or actions that use a 
range of inputs to produce the desired 
outputs and ultimately outcomes 

What we do? 

The resources that contribute to 
the production and delivery of 
outputs - 


What we use to do the work? 



Plan, budget, 
implement and 
monitor 


2.3.1 Prr 


'an waVv 


mct..)ging wa^ e water 


The Dk nt is the Water "vices. ?hority for the entire municipality except Msunduzi in terms 
of the Wo Services Act, 17 and c s as water services provider. Approximately 95 per cent 
of the Distru bulk water needs are p ivided directly by uMgeni Water in the form of purified 
water. The rt 'ining 5 per cent is generated from the District own water sources, such as 
boreholes and sri ' dams. 


The Department of Vv 'r Affairs conducts an annual performance rating of water treatment 
works, presenting a Blu*. >p or Green Drop award respectively to potable water treatment 
works and waste water trea...ient works that meet certain criteria of excellence. 


Umgeni Water and the District were awarded Blue Drop status in 2010/11 but it was not the 
same for the District in 2011/12, indicating that the District drinking water is not of exceptional 
quality. 

Waste water treatment works were awarded Green Drop status in 2010/11 but was also 
awarded less status in year 2011/12, indicating that these plants does not consistently meet 
waste water treatment standards of exceptional quality. The plant were selected on random 
basis. Despite the negative result of the selected plants the majority of plants will require 
renewals/upgrading to meet the minimum Green Drop certification standards. This has been 
prioritised as part of the 2012/13 medium term capital budget. 
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The following is briefly the main challenges facing the District in this regard: 

• The infrastructure at most of the waste water treatment works is old and insufficient to 
treat the increased volumes of waste water to the necessary compliance standard; 

• Shortage of skilled personnel makes proper operations and maintenance difficult; 

• Electrical power supply to some of the plants is often interrupted which hampers the 
purification processes; and 

The following are some of the steps that have been taken to address these challenges: 

Infrastructure shortcomings are being addressed through the capital budget in terms of a 
5-year upgrade plan; 

• The filling of vacancies has commenced and the Waste Water Division will embark on an 
in-house training programme, especially for operational personnel; and 

• The Technical Division is working in consultation with the Department of Water Affairs to 
address training needs. 

2.4 Overview of budget related-policies 

The District budgeting process is guided and governed by relevant legislation, frameworks, 
strategies and related policies. 

2.4.1 Review of credit controi and debt coiiection procedures/poiicies 

The Collection Policy as approved by Council in September 2007 is currently under review. 
While the adopted policy is credible, sustainable, manageable and informed by affordability and 
value for money there has been a need to review certain components to achieve a higher 
collection rate. Some of the possible revisions will include the lowering of the credit periods for 
the down payment of debt. In addition emphasis will be placed on speeding up the indigent 
registration process to ensure that credit control and debt collection efforts are not fruitlessly 
wasted on these debtors. 


The 2012/13 MTREF has been prepared on the basis of achieving an average debtors’ 
collection rate of 60 per cent on current billings. In addition the collection of debt in excess of 90 
days has been prioritised as a pertinent strategy in increasing the District cash levels. In 
addition, the potential of a payment incentive scheme is being investigated and if found to be 
viable will be incorporated into the policy. 

The District is currently embarking on the meter audit exercise as a strategy to improve on 
billing as well as payment of services 


2.4.2 Asset Management, Infrastructure Investment and Funding Policy 

A proxy for asset consumption can be considered the level of depreciation each asset incurs on 
an annual basis. Preserving the investment in existing infrastructure needs to be considered a 
significant strategy in ensuring the future sustainability of infrastructure and the District revenue 
base. Within the framework, the need for asset renewal was considered a priority and hence 
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the capital programme was determined based on renewal of current assets versus new asset 
construction. 


2.4.3 Supply Chain Management Policy 

The Supply Chain Management Policy was adopted by Council in September 2007. An 
amended policy will be considered by Council in due course of which the amendments will be 
extensively consulted on. 

2.4.4 Budget and Viarement Policy 

The Budget and Viarement Policy aims to empower senior managers with an efficient financial 
and budgetary amendment and control system to ensure optimum service delivery within the 
legislative framework of the MFMA and the District system of delegations. 

2.4.5 Tariff Policies 

The District tariff policies provide a broad framework within which the Council can determine 
fair, transparent and affordable charges that also promote sustainable service delivery. The 
policy was approved on September 2007. 

2.5 


2.5.1 General inflation outlook and its impact on the municipal activities 

There are five key factors that have been taken into consideration in the compilation of the 

2012/13 MTREF: 

• National Government macro economic targets; 

• The general inflationary outlook and the impact on District residents and businesses; 

• The impact of municipal cost drivers; 

• The increase in prices for bulk electricity and water; and 

• The increase in the cost of remuneration. Employee related costs comprise 27.7 per cent 
of total operating expenditure in the 2011/11 MTREF and therefore this increase above 
inflation places a disproportionate upward pressure on the expenditure budget. The 
wage agreement SALGBC concluded with the municipal workers unions on 31 July 2009 
as well as the categorisation and job evaluation wage curves collective agreement 
signed on 21 April 2010 must be noted. 
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2.5.2 Impact of national, provincial and local policies 

Integration of service delivery between national, provincial and local government is critical to 
ensure focussed service delivery and in this regard various measures were implemented to 
align IDPs, provincial and national strategies around priority spatial interventions. In this regard, 
the following national priorities form the basis of all integration initiatives: 

• Creating jobs; 

• Enhancing education and skill development; 

• Improving Health services; 

• Rural development and agriculture; and 

• Fighting crime and corruption. 

To achieve these priorities integration mechanisms are in place to ensure integrated planning 
and execution of various development programs. The focus will be to strengthen the link 
between policy priorities and expenditure thereby ensuring the achievement of the national, 
provincial and local objectives. 

2.5.3 Ability of the municipality to spend and deliver on the programmes 

It is estimated that a spending rate of at least 90 per cent is achieved on operating expenditure 
and 100 per cent on the capital programme for the 2012/13 MTREF of which performance has 
been factored into the cash flow budget. 

2.5.4 Cash Flow Management 

Cash flow management and forecasting is a critical step in determining if the budget is funded 
over the medium-term. The table below is consistent with international standards of good 
financial management practice and also improves understandability for councillors and 
management. Some specific features include: 

Clear separation of receipts and payments within each cash flow category; 

Clear separation of capital and operating receipts from government, which also enables 
cash from ‘Ratepayers and other’ to be provide for as cash inflow based on actual 
performance. In other words the actual collection rate of billed revenue., and 
Separation of borrowing and loan repayments (no set-off), to assist with MFMA 
compliance assessment regarding the use of long term borrowing (debt). 


2.5.5 Cash Backed Reserves/Accumulated Surplus Reconciliation 

The table meets the requirements of MFMA Circular 42 which deals with the funding of a 
municipal budget in accordance with sections 18 and 19 of the MFMA. The table seeks to 
answer three key questions regarding the use and availability of cash: 

• What are the predicted cash and investments that are available at the end of the 

• budget year? 

• How are those funds used? 
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2.6 Legislation compliance status 

Compliance with the MFMA implementation requirements have been substantially adhered to 
through the following activities: 

1 . In year reporting 

Reporting to National Treasury in electronic format was fully complied with on a monthly 
basis. Section 71 reporting to the Executive Mayor (within 10 working days) has 
progressively improved and includes monthly published financial performance on the 
District website. 

2. Internship programme 

The District is participating in the Municipal Financial Management Internship programme 
and has employed five interns undergoing training in various divisions of the Financial 
Services Department. 

3. Budget and T reasury Office 

The Budget and Treasury Office has been established in accordance with the MFMA. 

4. Audit Committee 

An Audit Committee has been established and is fully functional. 

5. Service Delivery and Implementation Plan 

The detail SDBIP document is at a draft stage and will be finalised after approval of the 
2012/12 MTREF in June 2012 directly aligned and informed by the 2012/13 MTREF. 

6. Annual Report 

Annual report is compiled in terms of the MFMA and National Treasury requirements. 

7. MFMA Training 

The MFMA training module in electronic format is presented at the District internal centre 
and training is ongoing. 
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2.7 Municipal Manager’s quaiity certificate 


I, T.L.S Khuzwayo, Municipal Manager of uMgungundlovu District Municipality, hereby certify 
that the annual budget and supporting documentation have been prepared in accordance with 
the Municipal Finance Management Act and the regulations made under the Act, and that the 
annual budget and supporting documents are consistent with the Integrated Development Plan 
of the municipality. 


Terrence Lancelot Sibusiso Khuzwayo 

Municipal Manager of uMgungundlovu District Municipality (DC22) 


Signature 

Date 
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